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through the actuarial studies and so forth, comi n g  up w ith the
correct rates, and they h a v e  to h a v e  s t o p g a p  (sic— stop-loss)
insurance and so forth, but I a lso read that, in t hat particular 
case, the employers are resp o n s i b l e  in case th e r e  is a shortage. 
An d  I t h i n k  the risk of an e m p l y . . .these emplo y e r s  w o u l d  be 
substantial i f ...

S E NATOR LANDIS: U n d e r s t a n d  that the employers h a v e  b e e n  brought
in along the way, and all of the exi s t i n g  M E W A s  h ave been
consulted, and t hey ha d  a chance, ever th e  summer, to w ork with 
the department. T h e r e  was n o  kno*?n o p p o s i t i o n  to this regime. 
It is lighter t han some states and h e a v i e r  t h a n  other states of 
the 40 states t hat do this. What t h e d i r e c t o r  said was,
essentially. look, if yo u  go in bus i n e s s  t o g e t h e r  to get these 
benefits, y ou h a v e  t o . . .you h ave to be a bl e to p r o m i s e  each 
other t hat you can b e  ass e s s e d  if t h e r e  is a problem. Now, the 
assessment can't be to o  great, Pat, and t he reas o n  is, we say, 
your a c t uary t e l l s  yo u  what your ex p e c t e d  losses are, t hen you 
h a ve  to get an insurance p o l i c y . ..

SENATOR ENGEL: (inaudible), for the...

SENATOR LANDIS: ...at 125 percent. Sc the a c t u a r y  is going to
assess, and the b o a r d  of d i r e c t o r s  are g o i n g  to assess for the 
100 p e rcent of the claims. T hey mi g h t  h a v e  to assess from 
100 p e rcent to 125 percent, b u t  at t hat po i n t  insurance kicks 
in. So it seems to me that th e r e  is risk, b ut that to p  end risk 
is h a n d l e d  b y  the exist e n c e  of the stop-loss reinsurance.

SENATOR ENGEL: An d  then I think S e nator B e u t l e r  asked the
q ue st ion  as far as if th e r e  is. . . t h e  D e p a r t m e n t  of Insurance has 
to get i nvolved as far as wh o ' s  p a y i n g  the c o s t . . . t h e i r  cost for 
anything that they have to regulate, et cetera, et cetera. Will 
it be fees i nvolved here?

SENATOR LANDIS: The re is a fee for the i ssuance of a
certificate, bu t  it's a mode s t  fee.

SENATOR ENGEL: V e r y  modest.

SENATOR LANDIS: Yeah. If we were to do some kind of an exam
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